STATE OF ARKANSAS OFFICE OF THE DIRECTOR

Department of Finance 150_9 West Seventh Street, Suite 201
and Administration R e ao1) s03.042

Fax: (501) 682-1029
http://www.dfa.arkansas.gov

November 15, 2012

The Honorable Mary Anne Salmon, Co-Chair
The Honorable Tommy Lee Baker, Co-Chair
Arkansas Legislative Council

State Capitol

Little Rock, Arkansas 72201

Dear Senator Salmon and Representative Baker:

In accordance with Arkansas Code Annotated 819-4-202 (b) (1), | am submitting our
Official General Revenue Forecast for the 2013 — 2015 Biennium. This law states that
the Legislative Council shall require from the Chief Fiscal Officer of the State, not later
than sixty (60) days prior to the convening of the General Assembly, the budget
estimates and recommendations prepared by him. Included in the tables are selected
economic assumptions and the details of the updated revenue forecasts for Fiscal Year
2013 and the 2013-2015 Biennium.

Summary of Net Available Revenues:

Actual
e In FY 2012 net available revenues totaled $4,751.6 million, an increase of $178.7
million or 3.9% from FY 2011.

Forecast

e For FY 2013 net available revenues are expected to reach $4,827.0 million, an
increase of $75.4 million, or 1.6 percent from FY 2012 net available. Year-to-date
actual growth after four months in the fiscal year has been 2.9 percent above year
earlier levels, resulting in $20.5 million above forecast at that point. The forecast for
FY 2013 is revised higher by $99.5 million or 2.1 percent from the prior forecast.
This results in a projected new surplus over a fully-funded budget. Better than
expected collections in Income tax, Tobacco, and Gaming contributed to this
enhanced view of collections growth. The forecast retains a conservative stance but
with updated growth assumptions derived from line-by-line assessment of revenue
prospects. The forecast also adjusts for actual growth recorded in FY 2012 as a



base for collection gains.

The forecast is expected to fund all of the allocations of the Revenue Stabilization
Law plus $99.5 million new surplus funds.

e For FY 2014 net available revenues are expected to reach $4,947.3 million, an
increase of $120.3 million or 2.5 percent above FY 2013.

e For FY 2015 net available revenues are expected to reach $5,130.2 million, an
increase of $182.9 million or 3.7 percent above FY 2014.

Economic Forecast Assumptions

Economic models employed by the Department of Finance and Administration indicate
low inflation and modest but improving recovery across the biennial projection period.
The Arkansas economy displays less volatility than a majority of states and especially
those hit harder in the recession with greater recovery rates now. Job growth is
improving in recent observations from the start of Fiscal 2013 and unemployment
measures are moving down like the nation while maintaining an approximately one
percent lower rate than the national average. Measures of net private sector
employment growth are encouraging overall and further gains are expected as the
economic expansion broadens to hard-hit sectors. Although the Arkansas economy
exited recession and displayed greater stability across the economic cycle, considerable
risk remains as outlined in a host of research statements and policy moves by the
Federal Reserve.

The list of risk factors for the forecast is significant. They range from international risk of
global economic slowdown to the uncertainty of fiscal policy at the national level.
Recession in the Eurozone economy is assumed in this forecast, but the full extent of
ramifications for trade, corporate profits, and credit markets are not fully known. Energy
commodity inflation in a weakened global economy would normally be favorable for
consumers at both the household and industrial levels, but global tensions in major oil-
producing regions are a continuing concern for markets. The Arkansas economy has
been remarkably stable compared to most states in economic and fiscal comparisons,
but it is subject to these uncertainties at the national and international levels. We have
provided a conservative forecast recognizing this risk profile.



| have attempted to provide this information in a format that facilitates your work. A
narrative summary of the revenue forecasts and tables for quick reference are included
with this letter.

Sincerely,

Richard A. Weiss

irector

RAW/jps
Attachments (5)



STATE AND NATIONAL ECONOMIC AND REVENUE
FORECASTS

The following sections summarize the economic outlook for the nation and Arkansas for
the next two years with comments updating current year conditions. The Official
Revenue Forecast for the 2013-2015 Biennium Forecast is included.

The revenue forecasts are conditionally based on the expected economic conditions in
the state and nation as of October 2012. The U.S. and state economic forecasts were
compiled from simulations representing structural economic modeling systems at IHS
Global Insight, Inc., a national forecast provider. The Office of Economic Analysis and
Tax Research, Office of the Director, DFA, prepared the general revenue forecast.

Economic and Revenue Estimates for Fiscal Year 2013

Summary of Economic and Revenue Estimates for FY 2013

FY 2013 U.S. Gross Domestic Product (Real Output). This summary is based on
the October 2012 baseline forecast of Global Insight, Inc. During FY 2013, the
United States economy is expected to produce final goods and services valued in
inflation-adjusted dollars at $13,683 billion, for an annual increase of $232.6 billion
or 1.7 percent. Two general measures of inflation indicate modest price gains during
the year, stemming from weak conditions in a variety of markets. These consist of
the Consumer Price Index (CPI) and the GDP price deflator, a measure of overall
price inflation spanning consumers, businesses, and government. The Consumer
Price Index is expected to increase 1.5 percent and the GDP price deflator is
expected to rise by 1.8 percent.

U.S. gross domestic product in current dollars is estimated at $15,944 billion, an
increase of $557.2 billion or 3.6 percent.

Average annual U.S. oil prices are estimated at $90.89 per barrel (domestic crude
to refiners’ price) in FY 2013 from the October forecast. Energy prices in general
have been constrained by weak economic conditions but also supported by global
tensions and investment programs. Weekly and monthly price swings could vary
widely around the annual averages.

FY 2013 state nonfarm personal income (the sum of wages and salaries,
proprietor’s income, rent, dividends, interest and transfer payments) is estimated at
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$103,670 million (current dollars), an increase of $3,261.7 million or 3.2 percent over
FY 2012.

e FY 2013 state wage and salary disbursements are estimated at $48,714 million,
an increase of $1,451 million or 3.1 percent.

e FY 2013 state payroll employment is expected to reach a level of 1.181 million
jobs in FY 2013, an increase of approximately 17,400 jobs or 1.5 percent.

FY 2013 Gross General Revenues

Gross general revenues are estimated at $6,061.2 million, an increase from FY
2012 of $137.0 million, or 2.3 percent.

Pursuant to Arkansas Code 819-5-202, the total fee deducted from general
revenue for funding of the State Central Services Fund and Constitutional
Officers Fund for FY2013 was set at 3.3 percent.

In addition to the usual deductions from gross general revenues, such as the
Constitutional Officers Fund, the State Central Services Fund, and refunds of
individual and corporate income taxes, the following trust fund is noted:

e Act 1315 (1999) Educational Excellence Trust Fund. Act 1315 (1999)
established a benchmark of 14.14 percent which is applied against actual sales
and use tax collections of the previous fiscal year. Under this formula, $287.4
million will be distributed (net) in FY2013.

FY 2013 Net Available General Revenues

The net available forecast for FY 2013 is revised up from the Official General Revenue
Forecast of December 1, 2011. Net available revenues are estimated at $4,827.0
million, an increase of $75.4 million or 1.6 percent compared to FY 2012.

FY 2013 revenues are expected to fund the allocations in the current Revenue
Stabilization Law plus $99.5 million of new surplus funds.



FY 2013 Selected Special Revenues:

FY 2013 Educational Adequacy Fund: Act 107 of the Second Extraordinary
Session of 2003 increased the state sales and use tax rate from 5.125% to 6.0%,
effective March 1, 2004. Effective July 1, 2004, a new sales tax on selected
services went into effect in addition to an increase in vending machine decal
fees. Act 94 increased the minimum corporate franchise tax and the tax rate,
effective for calendar years beginning January 1, 2004. Effective with FY 2008, a
portion of the six-cent per gallon dyed diesel tax is also deposited to the
Educational Adequacy Fund to partially offset the revenue loss from exempting
dyed diesel from sales tax.

The additional revenues are deposited as special revenues to the Educational
Adequacy Fund to be used to fulfill the financial obligations of the state to provide
an adequate educational system. Estimate for FY 2013: $448.5 million.

FY 2013 WorkForce 2000 (Special Corporate Income Taxes). Act 1315
(1999) established a benchmark of 6.78 percent which will be applied against net
corporate income tax collections in the previous fiscal year. Under this formula,
$26.5 million will be distributed in FY 2013.

FY 2013 Soft Drink Excise Tax (Medicaid Program Trust Fund). In FY 2013,

the soft drink excise tax is forecast at $46.4 million, representing a -1.0 percent
decrease compared to FY 2012 collections.

Economic and Revenue Estimates for the 2013—-2015 Biennium

Summary of Economic and Revenue Estimates for FY 2014

FY 2014 U.S. Gross Domestic Product (Real Output). This summary is based on
the October 2012 baseline forecast of IHS Global Insight, Inc. During FY 2014, the
United States economy is expected to produce final goods and services valued in
inflation-adjusted dollars at $13,998 billion, an increase of $314.3 billion or 2.3
percent. Two general measures of inflation indicate limited price pressures during
the year. The Consumer Price Index is expected to increase 1.5 percent and the
GDP price deflator is expected to rise by 1.5 percent.

U.S. gross domestic product in current dollars is estimated at $16,550 billion, an
increase of $605.8 billion or 3.8 percent over FY 2013.
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e Average annual U.S. oil prices are estimated at $86.64 per barrel (domestic crude
for refiners) in FY2014. Gradual improvement in domestic macroeconomic and
financial conditions will support limited upward price movement in addition to market
adjustments in response to any dollar exchange weakness. Weekly and monthly
price swings could vary widely around the annual averages.

e FY 2014 state nonfarm personal income is estimated at $107,745 million (current
dollars), an increase of $4,075 million or 3.9 percent over FY 2013.

e FY 2014 state wage and salary disbursements are estimated at $50,513 million,
an increase of $1,799 million or 3.7 percent. Total disbursements reflect the
combined effects of net job growth, longer average work weeks, and any gains in
wage rates, bonuses, or level of overtime pay rates.

e FY 2014 state payroll employment is expected to reach a level of 1.197 million
jobs, an increase of approximately 16,190 jobs or 1.4 percent.

FY 2014 Gross General Revenues

Gross general revenues are estimated at $6,216.7 million, an increase over FY
2013 of $155.5 million, or 2.6 percent.

The total fee deducted from general revenue for funding of the State Central
Services Fund and Constitutional Officers Fund for FY2014 is assumed to remain
at 3.3 percent.

In addition to the usual deductions from gross general revenues, such as the
Constitutional Officers Fund, the State Central Services Fund, and refunds of
individual and corporate income taxes, the following trust fund is noted:

e Act 1315 (1999) Educational Excellence Trust Fund. Act 1315 (1999)
established a benchmark of 14.14 percent which is applied against actual sales
and use tax collections of the previous fiscal year. Under this formula, $294.5
million is estimated to be distributed (net) in FY 2014.

FY 2014 Net Available General Revenues

Net available revenues are estimated at $4,947.3 million, an increase of $120.3 million
or 2.5 percent compared to FY 2013.



FY 2014 Selected Special Revenues:

e FY 2014 Educational Adequacy Fund: Act 107 of the Second Extraordinary
Session of 2003 increased the state sales and use tax rate from 5.125% to 6.0%,
effective March 1, 2004. Effective July 1, 2004, a new sales tax on selected
services went into effect in addition to an increase in vending machine decal
fees. Act 94 increased the minimum corporate franchise tax and the tax rate,
effective for calendar years beginning January 1, 2004. Effective with FY 2008, a
portion of the six-cent per gallon dyed diesel tax is also deposited to the
Educational Adequacy Fund to partially offset the revenue loss from exempting
dyed diesel from sales tax.

The additional revenues are deposited as special revenues to the Educational
Adequacy Fund to be used to fulfill the financial obligations of the state to provide
an adequate educational system. Estimate for FY 2014: $462.0 million.

e FY 2014 WorkForce 2000 (Special Corporate Income Taxes). Act 1315
(1999) established a benchmark of 6.78 percent which will be applied against net
corporate income tax collections in the previous fiscal year. Under this formula,
$26.9 million is estimated to be distributed in FY 2014.

e FY 2014 Soft Drink Excise Tax (Medicaid Program Trust Fund). In FY 2014,
the soft drink excise tax is forecast at $45.9 million, representing a -1.0 percent
decrease compared to FY 2013 collections.

Summary of Economic and Revenue Estimates for FY 2015

FY 2015 U.S. Gross Domestic Product (Real Output). During FY 2015, the United
States economy is expected to produce final goods and services valued at $14,472
billion in inflation-adjusted dollars, an increase of $474.1 billion or 3.4 percent. The
two inflation measures of consumer price index (CPI) and GDP price deflator are
expected to gradually move up in response to recovery in the overall economy. The
consumer price index (CPI) is expected to increase 1.8 percent and the GDP price
deflator is expected to increase 1.6 percent in FY 2015.

U.S. gross domestic product in current dollars is estimated at $17,381 billion for
FY 2015, an increase of $831.2 billion or 5.0 percent.

Average annual U.S. oil prices are estimated at $81.59 per barrel (domestic crude
for refiners price) in FY 2015. QOil price and domestic energy demand are expected
to gradually decline over the biennium. Weekly and monthly price swings could vary
widely around the annual averages.



e FY 2015 state nonfarm personal income will reach $112,609 million (current
dollars), an increase of $4,863 million or 4.5 percent over FY 2014. Nonfarm income
is expected to expand gradually in a low-inflation economic environment and limited
national growth.

e FY 2015 state wage and salary disbursements are estimated at $52,687 million,
an increase of $2,174 million or 4.3 percent.

e FY 2015 state payroll employment is estimated to grow from a level of 1.197

million jobs in FY 2014 to 1.217 million jobs in FY 2015. This represents an increase
of approximately 20,100 jobs or 1.7 percent.

FY 2015 Gross General Revenues

The forecast for gross general revenues in FY 2015 is $6,444.2 million, an
increase of $227.5 million or 3.7 percent over FY 2014,

The total fee deducted from general revenue for funding of the State Central
Services Fund and Constitutional Officers Fund for FY2015 is assumed to remain
at 3.3 percent.

In addition to the usual deductions from gross general revenues, such as the
Constitutional Officers Fund, the State Central Services Fund, and refunds of
individual and corporate income taxes, the following trust fund is noted:

e Act 1315 (1999) Educational Excellence Trust Fund. Act 1315 (1999)
established a benchmark of 14.14 percent which is applied against actual sales
and use tax collections of the previous fiscal year. Under this formula, an
estimated $304.1 million may be distributed (net) in FY 2015.

FY 2015 Net Available General Revenues

For FY 2015, net available general revenues are estimated at $5,130.2 million, an
increase of $182.9 million or 3.7 percent over FY 2014.

FY 2015 Selected Special Revenues:

e FY 2015 Educational Adequacy Fund: Act 107 of the Second Extraordinary
Session of 2003 increased the state sales and use tax rate from 5.125% to 6.0%,
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effective March 1, 2004. Effective July 1, 2004, a new sales tax on selected
services went into effect in addition to an increase in vending machine decal
fees. Act 94 increased the minimum corporate franchise tax and the tax rate,
effective for calendar years beginning January 1, 2004. Effective with FY 2008, a
portion of the six-cent per gallon dyed diesel tax is also deposited to the
Educational Adequacy Fund to partially offset the revenue loss from exempting
dyed diesel from sales tax.

The additional revenues are deposited as special revenues to the Educational
Adequacy Fund to be used to fulfill the financial obligations of the state to provide
an adequate educational system. Estimate for FY 2015: $480.1 million.

e FY 2015 WorkForce 2000 (Special Corporate Income Taxes) Act 1315 (1999)
established a benchmark of 6.78 percent which will be applied against net
corporate income tax collections in the previous fiscal year. Under this formula,
an estimated $27.3 million may be distributed (net) in FY 2015.

e FY 2015 Soft Drink Excise Tax (Medicaid Program Trust Fund). In FY 2015
the forecast is $45.4 million, representing a -1.0 percent decrease compared to FY
2014.

Office of the Director,

Economic Analysis and Tax Research,
Department of Finance and Administration
November 15, 2012
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Millions of Dollars

INDIVIDUAL INCOME

CORPORATE INCOME

SALES AND USE

ALCOHOLIC BEVERAGE

TOBACCO

INSURANCE

RACING

GAMES OF SKILL

SEVERANCE

CORPORATE FRANCHISE

REAL ESTATE TRANSFER

MISCELLANEOUS

TOTAL GROSS

LESS: SCS/COF
INDIVIDUAL REFUNDS
CORP REFUNDS
CLAIMS RESERVE
ECON DEV INCENTIVE
WATER/SEWER BONDS
COLL SAVINGS BONDS
MLA CITY/CO TOURIST
EDUC EXCEL TRUST
DESEGREGATION
ELDERLY TRANSPORT
EDUCATIONAL ADQCY

NET AVAILABLE
LESS: SURPLUS TO ALLOTMENT

RESERVE FUND
NET AVAILABLE DISTRIBUTION

OFFICIAL GENERAL REVENUE FORECAST
2013 - 2015 Biennium

11/15/12 FY 13 11/15/12 FY 14 11/15/12 FY 15
Estimate Increase % CH Estimate Increase % CH Estimate Increase % CH
2,953.5 58.3 2.0 3,053.7 100.2 3.4 3,176.0 122.3 4.0
443.0 7.7 1.8 450.2 7.2 1.6 457.2 7.0 1.6
2,154.0 42.8 2.0 2,223.9 69.9 3.2 2,314.1 90.2 4.1
52.2 1.4 2.8 53.0 0.8 15 53.9 0.9 1.7
232.7 -7.2 -3.0 225.7 -7.0 -3.0 218.9 -6.8 -3.0
112.4 13.1 13.2 101.6 -10.8 -9.6 114.8 13.2 13.0
3.1 -0.3 -8.2 3.0 -0.1 -3.2 29 -0.1 -3.3
29.4 2.0 7.3 30.4 1.0 3.4 31.5 1.1 3.6
18.8 -4.2 -18.3 18.6 -0.2 -1.1 17.5 -1.1 -5.9
8.0 0.0 0.0 8.0 0.0 0.0 8.0 0.0 0.0
2.6 0.0 -0.3 2.6 0.0 0.0 2.6 0.0 0.0
51.5 23.3 82.9 46.0 -5.5 -10.7 46.8 0.8 1.7
6,061.2 137.0 2.3 6,216.7 155.5 2.6 6,444.2 227.5 3.7
200.0 4.6 2.4 205.1 5.1 2.6 212.7 7.6 3.7
515.9 22.6 4.6 537.3 21.4 4.1 562.9 25.6 4.8
60.7 4.0 7.0 61.7 1.0 1.6 62.6 0.9 1.5
10.0 10.0 0.0 10.0 0.0 0.0 10.0 0.0 0.0
23.4 6.9 41.7 23.4 0.0 0.0 23.4 0.0 0.0
14.8 0.0 0.0 14.8 0.0 0.0 14.8 0.0 0.0
24.0 6.3 35.3 24.0 0.0 0.0 24.0 0.0 0.0
2.8 -25  -46.9 2.8 0.0 0.0 2.8 0.0 0.0
287.4 7.4 2.6 294.5 7.1 2.5 304.1 9.6 3.3
69.8 1.8 2.6 69.8 0.0 0.0 69.8 0.0 0.0
0.0 -0.2 -100.0 0.0 0.0 0.0 0.0 0.0 0.0
25.4 0.6 2.6 26.0 0.6 2.4 26.9 0.9 35
4,827.0 75.4 1.6 4,947.3 120.3 2.5 5,130.2 182.9 3.7
99.5
4,727.5 121.6 2.6 4,947.3 219.8 4.6 5,130.2 182.9 3.7

PREPARED BY ECONOMIC ANALYSIS AND TAX RESEARCH, DFA

NET AVAILABLE ESTIMATE FOR FY13: 100% OF A
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Millions of Dollars

INDIVIDUAL INCOME TAX
INDIVIDUAL REFUNDS

NET INDIVIDUAL INCOME

CORPORATE INCOME TAX
CORPORATE REFUNDS

NET CORPORATE INCOME
SALES AND USE TAX

NET ECONOMIC TAX REVENUE
OTHER TAX REVENUE

GROSS GENERAL REVENUES

LESS: SCS/COF
INDIVIDUAL REFUNDS
CORPORATE REFUNDS
CLAIMS
ECON DEVEL INCENTIVE FUND
WATER/SEWER BONDS
MLA CITY/CO TOURIST
DESEGREGATION SETTLEMENT
EDUC EXCEL TRUST FUND
ELDERLY TRANSPORTATION
COLLEGE SAVINGS BONDS
EDUCATIONAL ADEQUACY

NET AVAILABLE

LESS: SURPLUS TO ALLOT. RESERVE

NET AVAILABLE DISTRIBUTION

ECONOMIC ASSUMPTIONS

U.S. Nominal GDP (Billion $)

U.S. GDP (Billions 2005$ Chain-Weight)

U.S. GDP Deflator (Chain-Wt, 2005=100)

U.S. CPI Price Index (1984=100)

OIL - Avg. Dom. Crude to Refinery ($ per barrel)
AR. Net General Revenue (Million $)

AR. Net GR % of Non-Farm Personal Income
AR. Non-Farm Personal Income (Million $)
AR. Wage & Salary Disbursements (Million $)
AR. Non-Farm Proprietor Income (Million $)
AR. Nominal GSP (Million $)

AR. Payroll Employment (Thousands)

AR. Manufacturing Employment (Thousands)
AR. New Car/Light Truck registrations (Thous.)
AR. Population (Thousands)

AR. Per Capita Income ($)

AR. Retail Sales (Million $)

U.S. Summary: Global Insight, October 2012 Baseline

AR Forecast: Global Insight, July 2012 Baseline

11/15/12

FY-13

Estimate Increase

ECONOMIC ASSUMPTIONS AND THE
OFFICIAL GENERAL REVENUE FORECAST
2013-2015 BIENNIUM

11/15/12

FY-14

% CH Estimate Increase

% CH

11/15/12 FY-15
Estimate Increase % CH

2,953.5
515.9

2,437.6

443.0
60.7

382.3
2,154.0

4,973.9
510.7

6,061.2

200.0
515.9
60.7
10.0
23.4
14.8
2.8
69.8
287.4
0.0
24.0
25.4
4,827.0
99.5
4,727.5

15,944.2
13,683.3
116.5
231.0
90.9
5,484.6
53
103,670.0
48,714.1
6,873.1
111,902.8
1,180.7
157.5
119.8
2,970.6
35,310.0
36,956.1

58.3
22.6

35.7

42.8

82.3
28.1

137.0

4.6
22.6
4.0
10.0
6.9
0.0
25
1.8
7.4
0.2
6.3
0.6
75.4

FY 2013

557.2
232.6
21

3.4
-11.8
110.4
-0.1
3,261.7
1,451.1
272.6
3,867.2
17.4
1.2

8.9
21.1
971
1,063.3

2.0
46

2.4
4.6
7.0
0.0

41.7
0.0
-46.9
2.6
2.6
-100.0
35.3
2.6
16

3.6
17
1.8
15
-11.5
2.1
-1.2
3.2
3.1
4.1
3.6
15
0.8
8.0
0.7
2.8
3.0

3,053.7
537.3

2,516.4

450.2
61.7

388.5
2,223.9

5,128.8
488.9

6,216.7

205.1
537.3
61.7
10.0
23.4
14.8
2.8
69.8
294.5
0.0
24.0
26.0
4,947.3

4,947.3

16,550.0
13,997.6
118.2
2345
86.6
5,617.7
5.2
107,745.1
50,512.7
7,220.2
115,772.6
1,196.9
160.7
128.1
2,993.5
36,450.9
37,985.4

100.2
21.4

78.8

6.2

69.9

154.9
-21.8

155.5

5.1
21.4
1.0
0.0
0.0
0.0
0.0
0.0
7.1
0.0
0.0
0.6
120.3

FY 2014

605.8
314.3
17

3.5
-4.3
133.1
-0.1
4,075.1
1,798.6
347.1
3,869.8
16.2
3.2

8.4
22.8
1,141
1,029.3

3.2

3.1
4.3

2.6

2.6
4.1
1.6
0.0
0.0
0.0
0.0
0.0
2.5
0.0
0.0
2.4
25

3.8
2.3
15
15
-4.7
2.4
-1.4
3.9
3.7
5.0
35
14
2.0
7.0
0.8
3.2
2.8

3,176.0 122.3 4.0
562.9 25.6 4.8
2,613.1 96.7 3.8
457.2 7.0 1.6
62.6 0.9 15
394.6 6.1 1.6
2,314.1 90.2 4.1
5,321.8 193.0 3.8
496.9 8.0 1.6
6,444.2 227.5 3.7
212.7 7.6 3.7
562.9 25.6 4.8
62.6 0.9 15
10.0 0.0 0.0
23.4 0.0 0.0
14.8 0.0 0.0
2.8 0.0 0.0
69.8 0.0 0.0
304.1 9.6 3.3
0.0 0.0 0.0
24.0 0.0 0.0
26.9 0.9 35
5,130.2 182.9 3.7
5,130.2 182.9 3.7
FY 2015
17,381.2 831.2 5.0
14,471.7 474.1 3.4
120.1 1.9 1.6
238.6 4.1 1.8
81.6 -5.0 -5.8
5,818.7 201.0 3.6
5.2 0.0 -0.9
112,608.5 4,863.4 4.5
52,686.9 2,174.3 43
7,676.0 455.8 6.3
121,331.3  5,558.7 4.8
1,217.0 20.1 17
165.0 4.3 2.7
132.9 4.7 3.7
3,017.1 23.6 0.8
37,756.5 1,306 3.6
39,138.2 1,152.7 3.0
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GOVERNOR BEEBE’S PLAN TO REPEAL REMAINING STATE SALES TAX ON FOOD

e Governor Beebe proposes to eliminate the remaining state sales tax
currently imposed on food and food ingredients, except for the 1/8-cent tax
levied by voters in Amendment 75 of the Arkansas Constitution.

e This would reduce the state sales tax on food and food ingredients from
1.5% to 1/8%.

e Governor Beebe proposes to trigger this tax elimination when changes in
state budget obligations occur.

e State law mandates that certain deductions must be made from net general
revenue before distributing funds to state agencies.

e Under Governor Beebe’s proposal, the State Chief Fiscal Officer will
monitor select deductions on a monthly basis.

e If these deductions decline by S35M or more for six (6) consecutive
months, it will trigger the reduction in the sales tax on food.

e The tax reduction will take effect on the first day of the next calendar
quarter, beginning at least 30 days after the Chief Fiscal Officer’s
determination.

POTENTIAL GENERAL REVENUE OBLIGATION REDUCTIONS THAT CAN TRIGGER A
REPEAL OF THE STATE SALES TAX ON FOOD

e Disbursements by the Department of Education for desegregation expenses
under any desegregation settlement agreement.

e Payments for bonds issued under the Arkansas Water, Water Disposal, and
Pollution Abatement Facilities Financing Act of 2007.

e Payments for Arkansas College Savings Bonds.

e Payments for bonds issued under the Arkansas Higher Education
Technology and Facility Improvement Act of 2005.

e Payments from the City-County Tourist Facilities Aid Fund.
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